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A discussion of the relation of the railroad and its securities to 
land values may begin with two fundamental propositions, viz.: 

(a) Anything a man may produce in excess of what he or those 
dependent upon him can consume is without value unless he can 
exchange it for other commodities which he can use or for money 
with which such commodities may be bought, and 

(b) A large proportion of the people in a given locality being 
engaged, generally speaking, in the production of the same thing, 
their products, in excess of what can be consumed locally, must be 
carried to distant localities if they are to find markets. We can con- 
ceive of a crop of cotton, corn or wheat grown in such a situation 
that the cost of its carriage to market would exceed the price at 
which it could be sold and that, therefore, it would be without 
value to its producer. 

From these propositions it follows that, as all agricultural land 
values are dependent upon the profits that may be realized from 
the sale of the products of the land, transportation facilities are one 
of the most important factors in establishing and stabilizing the 
values of agricultural lands. This was strikingly illustrated in the 
classical experience of the State of Kansas about forty years ago 
when, in localities at long distances from rail transportation, corn 
was burned for fuel for the economic reason that, because of the 
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high cost of hauling corn to the railroad and of hauling fuel from 
the railroad, the fuel value of corn to the farmers who produced 
it was greater than its market value. With the extension of rail- 
roads throughout Kansas this condition disappeared; corn became 
a profitable crop and farm land values increased. What is true of 
farm lands in Kansas is true of those in all other parts of the United 
States. Their value is dependent upon facilities for the carriage of 
their products to market. 

In the practice of modern agriculture the farmer may be said 
practically to have reached his market when he reaches a railroad 
station, for it is there that, generally speaking, others take his crops 
off the farmer’s hands, whatever may be their ultimate destination. 
It is perhaps for this reason that the average contemporary farmer 
does not have brought home to him the relation of the railroad to 
his own. earning power. He has got so used to the railroad that it 
has begomie commonplace, like the oil lamp, which also marked a 
larg: development of the horizon of the farmer’s civilization. He 
assumes it as a fact beyond discussion, like a mathematical axiom. 
To-day we can, therefore, perhaps best make our point of the rela- 
tion of the railroad to land values by discussing not so much the 
original advantage of the railroad to the farmer, but the continuing 
advantage to the farmer of proximity to the railroad. 

An investigation made by the Bureau of Statistics in the United 
States Agricultural Department in 1906 showed that the transpor- 
tation of freight over wagon roads in the United States cost an 
average of 21 cents per ton per mile, the average length of haul 
being approximately nine miles. While with longer hauls the aver- 
age rate of cost per mile would be somewhat reduced, it is ap- 
parent that at any considerable distance from rail or water fa- 
cilities the cost of carrying farm products from the farm and 
of carrying to the farm fertilizers, lime and other necessary 
manufactured articles and supplies must be so great as to 
leave the farmer little if any margin of profit. So, by absorbing 
the margin of profit, the cost of transportation to. and from the 
railway station may hold down the value of the lands on which the 
crop is grown despite any intelligent development of such lands by 
the farmer. Thus the Agricultural Department found 60-mile 
hauls in Georgia where the cost of hauling farm products to the 
railroad amounted to $32.00 per ton—a cost which would absorb 
substantially all of the selling price of corn and leave little margin 
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of profit on cotton. We can see from these figures that, without 
railroads, the lands of Minnesota or of North Dakota any consid- 
erable distance from rail or water transportation would be with- 
out value for the growing of wheat or corn and lands in the interior 
of Texas would be valueless for the production of cotton or any 
other crop. The only profitable use to which such lands could be 
put would be the grazing of cattle to be driven to market on the 
hoof. 

While proximity of rail transportation is thus a most important 
factor in establishing the value of lands for any kind of agriculture, 
it is the absolutely controlling factor in the value of land used for 
the production of perishable commodities to be consumed in distant 
markets. Thus, without rail transportation, the peach orchards of 
Georgia and the strawberry fields of the Carolinas would be value- 
less for the purposes to which they are now devoted. One may 
then fairly claim that an important rule of value of farm lands un- 
der the conditions of current civilization is that such lands are val- 
uable in the inverse proportion of their distance from modern trans- 
portation facilities. 

Let us briefly illustrate the working of this rule by a few definite 
cases. The illustrations which I shall use are drawn from the 
Southern States where I am familiar with conditions, but equally 
convincing ones could be drawn from any other part of the country. 

There is no railroad in either of the three adjoining Virginia 
counties of Rappahannock, Madison and Greene. The Census of 
1910 reported the average values of farm lands in Rappahannock 
County at $16.67 per acre; in Madison County at $15.70 per acre, 
and in Greene County at $12.46 per acre, while in the contiguous 
counties of Fauquier, Culpeper, Orange, Albemarle, Rockingham, 
Page and Warren, with rail transportation, average values of farm 
lands in I910 ranged from $20.40, in Orange County, to $40.46, in 
Rockingham County. Heard County, Georgia, had no railroad in 
1910 and the Census reported the average value of farm lands at 
$10.91 per acre. In the contiguous counties of Troup, Carroll and 
Coweta, with rail transportation, the average values reported were, 
respectively, $14.00, $17.59, and $20.22. Many similar illustrations 
might be drawn from Census reports. 

Every real estate dealer handling farm lands knows that one of 
the first questions asked by a prospective buyer is how far the land 
is from a railroad station. To test the force of this familiar in- 
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quiry, I have recently called for a special report on this point by the 
agents of the Industrial and Agricultural Department of Southern 
Railway Company, who are in daily touch with the agricultural 
interests of the South, and are engaged, not only in preaching better 
agriculture, but in promoting the immigration into the South of in- 
telligent farmers from other parts of the United States. These 
men submitted a large number of specific comparisons covering 
properties with which they are personally familiar and in which, 
taking into consideration the character of the land and improve- 
ments, distance from the railroad may fairly be said to be the con- 
trolling factor. I cite a few of these, as follows: 

Mecklenburg County, Virginia, one mile from railroad, $63.00 
per acre. Seven miles from railroad, $11.00 per acre. 

Prince William County, Virginia, one mile from railroad, $95.00 
per acre. Six miles from railroad, $24.00 per acre. 

Albemarle County, Virginia, one mile from railroad, $55.00 per 
acre. Ten miles from railroad, $30.00 per acre. 

Campbell County, Virginia, one mile from railroad, $50.00 per 
acre. Fifteen miles from railroad, $8.00 per acre. 

Surry County, North Carolina, four miles from railroad, $47.25 
per acre. Fifteen miles from railroad, $11.25 per acre. 

Transylvania County, North Carolina, one mile from railroad and 
one-half mile from a town of one thousand population created by 
the construction of the railroad, $151.50 per acre. Eight miles from 
the same town, $15.00 per acre. 

These are conditions in old and settled communities where the 
transportation facilities have been long in existence. Let us turn 
to the effect of transportation in virgin territory. 

One of the romances of American civilization has been the in- 
fluence of the original railroad construction in advancing farm land 
values all through the Middle West, from mere nominal prices 
prior to railroad construction to prices ranging from $100.00 to 
$250.00 per acre. Advances almost as great, if not so conspicuous, 
have followed the construction of new railroads in the older parts 
of the country. Thus, prior to the construction of the Coal and 
Iron Branch of the Western Maryland Railroad in Randolph Coun- 
ty, West Virginia, a certain large tract of land was sold at $6.00 
per acre. After the road was built the same land was sold at $30.06 
per acre. Another tract was sold before the construction of the 
road at $4.50 per acre. It was subsequently sold at $25.00 per 
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acre, a few months later at $35.00 per acre, and still later at $40.00 
per acre. 

Prior to the construction, a few years ago, of the Tallulah Falls 
Railway in Habersham and Rabun counties, Georgia, the best farm 
lands in a beautiful and fertile mountain valley could be bought at 
from one to two dollars per acre. The same lands are now held at 
from $10.00 to $40.00 per acre. Part of this increase may be due 
to improvements but without the railroad the land would not have 
been improved. 

Again on the Holston River cut-off of the Virginia and South- 
western Railway, a recently constructed line through a smiling river 
bottom region of East Tennessee, there has been a general advance 
of from 20 to 25 per cent. in the values of farm lands in the imme- 

‘diate neighborhood of the road and advances ranging from 10 to 
20 per cent. in the values of lands from Io to 15 miles back from the 
road. 

I might go on indefinitely citing similar illustrations, but I have 
given enough to demonstrate the effect of proximity to railroads in 
the progressive increase of farm land values. It is an important 
factor of the “unearned increment” so far as the landowner is con- 
cerned unless he has, with prevision, invested a portion of his capi- 
tal in railroad securities. 

But it is not only through providing facilities for transportation 
that the railways of the United States contribute to the advance of 
values and to community prosperity. As industrial enterprises, 
through giving employment to large numbers of men, through pur- 
chases of a great variety of commodities used in their operation, and 
through the payment of taxes, they are important factors in the 
economic life of every community along their lines. Taking the 
railroads of the United States as a whole, with the exception of the 
relatively small amounts paid to foreign owners of stocks and bonds, 
every dollar of railroad revenue is returned to the people of the 
country. There is a popular impression, shared by many who con- 
sider themselves well informed, that the great bulk of railroad 
revenues go to irresponsible potentates who bear, in popular imagi- 
nation, the generic name of “Wall Street.” Nothing could be fur- 

’ ther from the truth. By far the greater part of the revenues of a 
railroad are disbursed in the territory traversed by its lines. I may 
illustrate this by referring to the recent revenues and expenses of, 
Southern Railway Company which, for this purpose, are fairly typi-. 
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cal of all American railroads. For the three months ended Septem- 
ber 30, 1915, gross revenues amounted to $16,140,460.79. Of this 
amount, $11,058,535.27, or 68.51 per cent., was paid out for railway 
operating expenses, practically all of it being disbursed in the terri- 
tory along the lines of the railroad ; and tax accruals for the period 
amounted to $688,704.84, all of which, except a relatively small 
proportion which accrued under the Federal income tax law, repre- 
sented taxes collected by the States, counties, and municipalities 
along the lines of the road. Thus, if we take into account the con- 
siderable part of the Company’s gross revenue collected from per- 
sons resident outside of the territory which it serves, we may say 
that substantially every dollar of gross operating revenues collected 
from the people along its lines remains in the local channels of busi- 
ness. To state the proposition in another way, this industry, by 
furnishing an immediate livelihood to approximately 45,000 em- 
ployees and their families—say in all 200,000 souls—whose pur- 
chasing power is a large factor in local trade, not only contributed 
to the welfare of every business and profession in the territory, but, 
by providing larger local markets for farm products, in this respect 
also tended directly to increase and stabilize the values of farm 
lands all along the Company’s lines. In addition to all this, so far 
as the securities of the Company are held by persons in the com- 
munities which it serves, even its net income is ultimately returned 
to those communities. 

The point may be pressed further. In this three months’ period 
Southern Railway Company expended for improvements to its road- 
way and structures, $1,501,479.91, representing capital funds real- 
ized from the sale of securities. The greater part of this expendi- 
ture was disbursed in the territory served by the Company for 
labor and materials. Here is a concrete illustration of the fact that 
no matter by whom railroad securities are held, whether by an in- 
vestor, an insurance company, or even a Wall Street speculator, 
their original proceeds are largely expended along the line of the 
road, stimulating local business during the construction period and 
eventually creating a permanent facility for serving the people. In 
answer to this assertion I have heard it argued that, while such 
a benefit may be admitted, it is enjoyed only by the limited territory 
in which the construction work is actually done. There is no view 
.of the problem of transportation more narrow than this. The in- 
‘terest of a community in the railroad by which it is served is in 
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efficiency of service, not merely at the local station but on the whole 
line; so the people of the community may be more interested in 
improvements on a distant part of the railway system than in their 
immediate locality. It may be more important to the owners of a 
cotton mill served by a branch line of the Southern Railway in 
South Carolina that the main line of the road through North Caro- 
lina and Virginia be double tracked to avoid delays due to conges- 
tion where traffic is heavy than that expenditure be made for im- 
provements in their immediate locality where the existing plant is 
substantially adequate. Thus, in the case of a railroad traversing 
several States and efficiently operated in the interest of those States, 
the whole volume of its securities may fairly be said to be local to 
every part of the system. The people of every community served 
by such a railroad have not only a direct and vital interest in the 
maintenance of its credit and in its ability to command a good price 
for its securities, but they may have the assurance that as and when 
these securities are sold and the proceeds are honestly applied to 
the purpose for which they were intended, the values of the real 
estate holdings of every individual within the sphere of the service 
of that railroad are enhanced by the resultant improvement of the 
transportation facilities which it has been shown are an essential 
element of all real estate values, and especially of agricultural real 
estate values. 

Finally it follows from all I have said—and here is my thesis be- 
fore this Association—the insurance company which recognizes the 
not unreasonable expectation of its policyholders that a fair pro- 
_ portion of its reserve shall be invested in the locality where its pre- 
miums are collected, and in pursuance of such a policy becomes the 
owner of farm mortgages and so is directly interested in agricul- 
tural land values, such an insurance company thereby becomes im- 
mediately and locally and vitally interested in adequate transpor- 
tation facilities as a large factor in stabilizing the value of the land 
on which its investment rests for security. Being interested, it is 
part of a sound policy of local development of such an insurance 
company, like that of any interested individual, to invest a fair 
proportion of its reserve also in the securities of the railroads which 
are developing and improving their facilities in, or in relation to, 
the territory in which their mortgages are secured. Indeed, one 
who takes a large view of the question of the investment of trust 
funds and holds fast to a determination that such investment shall 
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be patriotic as well as profitable, may well conclude, as many insur- 
ance companies have in the past concluded, that there is no avail- 
able investment of the funds of an insurance company, represent- 
ing, as it does, an aggregation of the interests of individuals de- 
pendent upon transportation, not only for their convenience, but for 
the stable value of their real property, which will better serve the 
true interest of its policyholders, than the bond of an efficiently 
administered railroad which has demonstrated its reliability and 
security by a sustained income account. 


